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Honorable Marlene H. Dortch, Secretary 
Federal Communications Commission 
445 12'h Street, SW - Portals 11, TWA325 
Washington, DC 20554 

Re: Docket No. 96-45 

Dear Secretary: 

Forwarded herewith are Comments of the Maine Public Utilities Commission and 
the Vermont Public Service Board in the above docket with regard to the 
Recommended Notice of the Wireline Competition Bureau involving the information 
used for calculating high cost Universal Service Support for non-rural carriers. 

Should you have additional questions, you may contact Joel B. Shifman, the 
primary staff person in this docket at (207) 287-1381. 

Joel B. Shifman 
Maine Public Utilities Commission 
242 State Street 
18 State House Station 
Augusta, Maine 04333-0018 
(207) 287-1 381 
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Before the 
Federal Communications Commission 

Washington, D.C. 20554 

~ 

In the matter of 

Pcdcral-State Joint Board on 
I I in i  vel-sal Scrv i cc CC Docket No. 96-45 

Comments On Updating Linecounts and Other 

Limited Information Used in Calculating High-Cost 

IJniversal Servicc Support For Non-Rural Carriers 

1. INTRODUCTION 

Tlic Maine Public Utilities Conimssiun and the Vermont Public Service Board (“Rural 

Slatc Commissions”) are pleased to tile commcnts i n  response to the Notice of’tlie Wireline 

Competition RLII-cau, DA 03-25. Thc notice requesled comment on how line count and other 

discrete input values should be updated for purposes of determining support upon 

iinplementation of the revised version ofthe Commission’s cost model. These comments arc in 

response to that iiotice. 

11. THE 2002 RECONSrDERATION PETITION 

On Deceiiiher 18, 2001. the C:ominissioii issued its 2002 Line Counts order. ‘That ordcr 

estahlishcd Ihc inpiit paramclers Ibr the 2002 supporl disti.ibution to nonrural carriers and 

resolved for 2002 the samc issues prescnted here. The output of that cost model is used to 

clcterminc thc leve l  of support Tor lion-rural conipanies lor the year 2002, including support to 

Vei.i 7,011-Mai 111: and Verizon-Vermont. 



On February 22, 2002. the Kural State Coinniissions filed a Petition for Reconsidcration 

ol'lhat order. 'l'lic reconsideration petition challciiged tlic iise o f  revised ARMIS data to update 

some hut 1101 all inputs to the Chniniission's synthesis model. 'l'hc reconsidcration petition is still 

pending. 

To calculate a carrier's support for the 2002 year (and into 2003), the Wireline 

Ct)mpetition Bureau (''WCl3.J conducts a complex pre-processing routine for special acccss line 

ccotints. First. carriers count theiI- ctii-rent DSI lincs i n  each study area. and multiply them by 24 

cquivalent voice grade circuits. Current DS3 lines arc then counted and multiplied by 672 

qu ica len l  voice grade circuits. The slim ofthese two numbers are then reported to the WCB 

though the ARMIS 43-08 rcport for each study area. Then the WCB takes these ARMIS 

inumbers and distributes the special access lines throughout each sludy area and to particular wire 

centers bascd on other, older, data taken from a I999 Data Request. 

The 2002 Reconsidelation Petitiun chnllenged this pIoccss i n  t u v  l'tlndamcntal \v:~ys. 'l'he 

R I I I . ~ ~  State Commissioiis assei-lei1 tha t  the WCB should not be including any DS3 data, because 

Ihc model was not designed to process such data and because including it distorted the resulting 

coit outputs. We also asserted that the WCH process for allocating special access lines to 

particular wire ccnters was seriously flawed became i t  used an illappropriate mixture of new and 

old data, thercby producing clistortcd rcsults. We explaincd in  detail the reasons why it is 

inappropriate to use old data on special access linc locations to allocate cun-ent lines to specific 

wire centers. Wc also observed that these new dah appeared to be the principal rcason that 

Maine and Verniont rcccived reduced support in  2002. 

In this notice llic Commission has proposed to again use revised ARMIS data to partially 

update the inputs to the synthesis model. However. nothing in the notice suggests that the 

Commission has resolved the issues raised by OUI- 2002 Petition for Reconsideration or otherwise 

found ways to improve the accuracy of that rc\.ised data. Accordingl!). we incorpornle that 

~pctition hy rcfei-ence here and rcquest that Lhc Coniinission i.ule 011 ill1 thc issues 1-aised therein. 
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111. ANALYSIS OF VERIZON DATA 

Since the changed special access line counts based on the ARMIS data had such a large 

cl'lect on 2002 support l o r  Maine and Vcrmoiit. we have investigated the effects of using updated 

ARMIS 43-08 data to partially update the model inputs. We conclude that the methods used last 

y c x  and proposed again for this year would produce highly unreliable line counts and costs. 

Nolably, the proposed method ovei-states urban costs and understates rural costs, thcreby 

producing i 11s uffi c i ent support. 

A. The Verizon Data 

Ilsing our authority derived from state law. the Maine Public Utilities 

C'oinniission and Vermont Public Service Board requested special access line counts from 

Vcrizon. As requested, Vcrimn did subinit detailed data for Maine and Vermont. The data were 

haied on ARMIS 43-08 liiic counts submitted on April 1,2002 and reflect the number at the end 

oC2001. The report provides. for each wire center i n  Maine or Vermont. the number of DSI and 

I N 3  lines served by Verizon 

LLlsing that data, we then calculated voice-grade-equivalent circuits for each wire 

center using the same rules that the Commission directs carriers to follow i n  preparing their 

AHMlS  43-08 reports. The new (lata were then compared to existing WCB data that had bccn 

m w l  Ibr thc 2002 support year calctllation. I'or each wire ccntcr we calculated both a line (voice 

cii-cuit) correction and a percentage correction 

'This work relied on confideiitial information from two sources. First. consistent 

witli earlier FCC orders, Verizon has c1;timcd confidential treatment for the wire ccnter detail it 

provided to us. Second. the last portion of our work relied on detailed cost results, by wire 

center. This inforination was obtained under a confidentiality agreement from lJSAC because, 

once again. it contains detailed liiic counts. Accordingly, this filing has been generalized to 
remove thc possibility that third parties could infer the special access line counts of any particular 

wire center. Unredacted data and calculations will soon be made available to FCC staff through 

an pnr/e presentation concerning the Reconsideration Petition. 
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1.  Findings and Discussion - DY3 Lincs 

Thc lleconsideration Petition asserted that the Commission's cost model 

apparently is not prepared to process DS3 input data accurately because the model treats a single 

DS-3 line as 25.7 four-wire DS-1 circuits plus 55 two-wire DS-0 circuits. When the 

Reconsideration Petition was filed. we recognized that this error co~ild significantly affect the 

costs calculatcd by the model and lielice tlie distribulioii ofsupporl, because if lictitious special 

access lines were iiicluded i n  111c inputs, the cost outputs might not be reliable. 

The Vcrizon data show that including DS3 lincs have a substantial impact 

mi cos1 calculations. 711 Vermont and Maine, the inclusioii ofDS3 lines in the ARMIS count 

increiised the reported total number of special iicccss lines by 58 pel-cent. But this 58% illcrease 

does not reprcscnt an actual incrcasc i n  special access lincs. much less an increase in  lines 

distributed throughout wire centers in Maine and Verinonl as the WCB inputs to the model 

iinply. Thus tlie cos( outputs of the model ~ which inappropriately and incorrectly equate the 

costs of25.7 DS-1 plus 55 DS-0 circuits wilh the cost of each DS-3 circuits - cannot be relied 

upon to calculate non-rural support. 

2. Findings and Discussion -WCB Line Count Preprocessing 

a )  Line Counts 

'l'lie Vel-izon c l a ~ a  show niorc generally that the special access line 

count tlala ~tsed to calculate high cost support in 2002 were highly unrcliable. For each wire 

center with reported data,' \vc calculated the percentage correction needed, using the WCB data 

as 3 base. In one case a correction of minus 94% was required. In other words, in this wire 

ccnter correcting the WCB data required elimination of 14 of every 15 lines i n  the WCB data. At 

the other cxtreme. i n  one small town a correction of plus 363% was required. In this wire center, 

for cvcry line i n  the WCB data set. an additional 3.6 lines should be added. The standard 

de\ iation ofthc range of percentage corrections was 55%. 

~ 

' V e r i m i  did iiot report special iiccrss line counts in approximately I S  wire centers identified in the cost model. 
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The data show that WCB data have significant errors' for 78 

pet-ccnt of the nirc centers in the two states, serving 73 percent of all lines. This itlotie 

c>;lablishcs that  the existing WCB d a ~ a  are lii$ly iint-eliable. 

In  about three out offour wire centers the errors were 

ovei.estitiiates.' This is particularly surprising since overall the WCB data set underestimates the 

total nitnibcr of special access lines by 20 percent. 

We also found that wire center sizc had a strong relationship to the 

bias of the WCH data. For sinall wire centers with less than 3,000 switched access lines, wc 

l i ~und  that thc WCB data overestimated spccial access lines in 83 percent of the cases, 

representing 84 percent of the lines i n  this sizc class. For larger wire centers, the opposite was 

true. For wire ccnters with at least 10,000 switched access lines, the WCB data understated the 

triic value in  58 percent ofthe wire centcrs representing 68 percent of the lines i n  this size class. 

To verify thal the WCR data are indced biased by size, we reversed 

the analysis and examitled the chnracte~.istics of wire centers with large oversratcmcnts or 

undcrstatciiients. ']-he results contirmcd these conclusions. In cases whcrc [lie WC:B data 

cc~mtaitis large ovcrstatenlent oftrtle line counts.' the typical wire center is ollly about half the 

;t\crage size i n  switched Iities.' Conversely. i n  cases where the WCB data make a large 

understatement of true line counts." the typical wire centcr is 75 percent larger than average.' 

h) Actual Special Access Locations 

'lo understand the rcasons for this bias, we examined individually 

lhose wire cenkrs where thc WC'B data make a large understatement oftrue line counts.n The 

' \be detined " s i g i l i c a n t  el-ror" as data that  rcquire a correction of at least 25% in either direction. 
Overestimates occurrcd in 1 4  percent oftlie wire cenlers iii the sainple. 
\Ye detined .'I.lrye ovcrststeinenl" as an error requiring :I iiegntive correction of50% or inore. 
l ~ i i e  averaye wi l~c  center reciiiiriiig n h r y e  ncgarive corrcction l ias 2.170 switched lilies, compared to an averaye of 

1,R23 liiics 111 the tv.o-state data Lmiversc. 
" Si i i i i lar to the precedin: analysiu. we dcfined .'larye understatement'' as an error requiring a positive correction of 
30"; or more. 
Tine avcra:e wire ceiiler rcqi i i r ing a liirge positive cnrrcctioii I i i is 8,455 switched lines, coniparcd IO a n  average of 

4,X23 lilies in the t w o - m t e  data universc. 
' Ilircrpretiny the I ia l lern requires soiinc lirmiliarity with (l ie deinoyrapliics and telecolnInuliication characteristics or 
h e  areas being exatnincd. 

I 

j 
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o\/erall pattern is that wirc centers wi th  large understated line couiits tend to rall into three 

g10ups. 

1 .  Txge  cities. 

2. 
office of a CLECIISP. 

Mid-sized wire centers where there is CLEC collocation or a home 

3 .  
enterprise. 

Mid-sized wire centers with a known significant business 

Our findings tend to show that the WCB d a h  is tinreliable. The WCB data 

o\,ercstiniates special access lines i n  small wire cenlcrs and underestimates special acccss litics i n  

large wirc centers. As a rcsult. the special access line counts in thc WCB data set are unreliable 

for both urban and rural areas. 

c )  Costs and Support 

Since the model’s unit cost outputs are generally lower where line 

density is higher. these errors are likely to cause the cost model outputs to overstate urban costs 

and understate rural costs. The distribiition mechanism calculates support based on the 

dilTei-ences between high cost areas and national averages. and national cost avcrages are heavily 

inllnenced bv urban costs. 

For these reasons, the preceding line count errors have two 

prcdictable erEccts on support. First. the total amount of support available to non-rural ILECs 

sei-ving rural areas would be reduced, possibly below levels of sufficiency. Second, the 

“portahlc” support provided to competitive carriers would be unreliable and would generally tend 

to provide t(io little support 10 conipctitivc carriers serving very high cost wire centers.” 

To test the si7e of the tirst effect. we performed a three-step analysis with 

~ h c  nc~v Verizon (lala. 

1’111s ~ rou ld  happen no1 only because too little support is  provided to the ILEC study area, but also because the costs 
w l l  he loo low in the typical rural wirc center generating portable support, thereby distorting the portability 
n Igorithms. 
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1. We ran [lie Turbo-Pascal version of the model once using standard WCB 
iltita aud then ii second time using thc inew Verizon data. We then compared the outputs and 
calculated n cost correction. per line per inonth. l o r  each \\,ire center. 

2. We placcd wire centers i n k  size gi-oiips and calculaled liji- each group ii 
singlc cos1 cui-rection that woulcl. bascd on ~ h c  group's avcrage charactcristics, correct the 
model's cost olItpLIts. 

3 .  We applied thc correction factors to the model output cost of each wire 
ccnter in the country operated by a noiirural carrier, based on its group membership, and 
calculated high cost support for each state using tlic corrected cost amounts. 

As expected. thc step 2 resulls show that a strong correction is needed 

bascd on wii-e ccntcr size. V i e  lollowing table shows the cost corrections devcloped in step 2. 

1 WireCciiter Size Class 1 Average Cost I 

I0,000 (0 24,999 
25,000 o r  iiiorc 

1 - $ 0.26 
1 - $0.78 

In suni. assigning special 11cccss liiics to wirc czntcrs ~~11c1.c thcy actually 

exist lias the cffcct ofreducing unit costs in large wirc centers (primarily urban areas) and 

increasing unit costs in sinall wire centers (priiuarily rural areas). 

When these correction Iactors were applied to the distribution mechanism 

in i tcp 3. support increased i n  both Maine and Veriiioilt i n  calendar 2002. Maine support 

illcreases frcini $5.45 to $9.56 million. or $0.49 per line per month. Vermont support increases 

ii-om $9.09 to $ I  1.26 million. or $0.50 per linc per month. In both cases, the effect is substantial. 

Nationally, thc total amount of support increased from $232 million to $268 million. 

3. Conclusion -The Verizon Data 

'nnis work demonstratcs that the flaws in the WCB's data processilig 
~p~-occcItircs Iniivc substantial ailvcrse e l k t s  on Maine and Verinont. We now Itnow that the 

iniiiiibei- of LIS3 lines is large enougln IO h a w  ;I subs~anti:il disto~~iiig e l k c t  011 linc count r e s ~ ~ l i s  

We also I h w  that. selling this problem aside. the partial updating of l ine cotint (lata, by using 
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lieu study area totals without using new wire ccnter data, distorts the cost results ofthe model and 

\\auld substanlially harm the Vel izon ratepayers in Maine and Vermont. 

111. UNE DATA 

In addition to the problems identified last year, we have an additional concern relating to 

Ihc treatment of Ilnbundled Network Elements (UNEs). We understand that some, possibly 

most. local cxchange carriers do not consider loop UNEs as "lines" for ARMIS reporting 

purposes. A n y  such practicc would substaitially distort the results of the cost model in wire 

centers with substantial U N E  platform local compelition, usually by reporting too high a cost. 

Sincc conipetilion is established primarily i n  ~ ~ r b a n  areas, the model outputs will increase urban 

costs. This in turn will increase thc national av'erage cost and, all else equal, reduce support to 

high cost rural areas. 'This could providc insufficient support to high cost areas i n  violation of 

section 254 of Ihc Act. 

IC'. RECOMMENDATIONS 

'rlw Cominission should update the synthcsis modcl input data comprehensively or not at 

all .  The current method, consisting o f  a mClangc ofold and new data, has the demonstrated 

cffcct ofproviding insufficient support to high cost ILEC customers as well as too little portable 

support to customers olCLECs serving high cost areas. If our analysis of 2002 is any guide to 

2003. using sonic new data and some old data will inalte these problems, already intolerable in 

20112. worse in 2003. It would be arbitrary and capricious for the Commission to update data 

~iiiless they k n o w  i t  is accurate. 

If the Commission wishes lo tise current line count data. i t  should issue a data request to 

all nonrural local exchange carriers. The data request should direct carriers not to include DS3 

special access lints'" and to rcport DSI special acccss lines by wire center. The data request also 

should direct ca1riei.s to include LINE lines in  their switched line cou~lts. The Conimission 

sf~tru~tI also wida te  the accui-acy o l  hose data request respoiiscs before using the data results. 

~~ 

In the iiltcrliativc tlie Coinmission should direct carriers to report DS; lilies separately and modify tlie cost inodel I,, 

plnllbrm so as to accurately reflect tlic costs of these facilities. 
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If‘tlie Chniinission is uiiwilling to collect coniplete current data, i t  should not try to use a 

mixture ofcurrent general data and old specific data. As sliown above, that distorts virtually all 

aspects of thc C:nnimission’s support calculations. Rather, the Coniinission should revert to 

special access line counts used to distribute support in  2000. the first year o f the  new forward- 

looking cost system While [hcse line counts 8i.e not current, al least they do not dislort costs by 

artificially inoving into rural areas both inew urban lincs and the voice equivalent of broadband 

ci ircui ts 

Alternalively. the Commission could ordcr that carriers should receive in 2003 the greater 

of the amount already calculated for 2003 using the new proposcd data or the amount actually 

di:;trihuted in  2000. the last ycar before these problems arose. Invalid calculations and data 

s l i~ t i ld  be not used to reduce support to states that are entitled to the earlier support levels 

calculatcd when input data were more reliable. Only in this way can the Commission meet its 

Section 254(h) obligations to lteep rural rates affordable and reasonably comparable to those in 

iuban areas. 

Rcspectfiilly submitted on February 28, 2003 

Mainc Public Utility Commission 

J 
Michael H. Dworkin, Chairman 
Vermont Public Service Board 
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Joel B. Shifman 
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242 State Street 
18 State House Station 
Augusta, Maine 04333-0018 
(207) 287-1381 

Dated: February 28, 2003 

Coinments of Maine Public Utilities Coinmi~sion 
Anti Vcrmont Public Service Board 
Cc Docket No. 96-45 

2/28/2003 
Page 10 



Carl Johnson 
New Ynrk Puhlic Scrvice Conmi 

Coiii i i ients of Maine Public Iltilltles C'ommIssion 
A d  Vermont Puhlic Service Board 
C'c Docket No. 96-45 

2/28/2003 
Page 11 



(:oiiimcnts of Maine Public Utilit ies Commission 
And Vermont Public Service Board 
C'c Docket No. 96-45 

212 812003 
Page 12 



C'oininents of Maine I'ublic Utilities Commission 
And Verinollt IJtiblic Service Board 
C'c Docket No. 96-45 

2/28/2003 
Page 13 


